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LE ADMINI8TBATI0N 



WEDNESDAY, JUNE 20, 1945 

House of Repkesentatives, 
Committee on Rivers and Harbors, 

Washington^ D. C. 
The committee met at 10.30 a. m., Hon. Joseph J. Mansfield 
(chairman) presiding. 
The Chairman. The committee will come to order. 
We will take up for consideration this morning H. R. 2690, a bill 
introduced by Mr. Angell, and a companion bill, H. R. 2693, intro- 
duced by Mr. Jackson. 

STATEMENT OF flON. HOMER D. ANGELL, A SEFRESENTATIVE 
IN CONGRESS FROM THE STATE OF OREGON 

Mr. Angell. Mr. Chairman and gentlemen of the committee, my 
colleague, Mr. Jackson, and myself mtroduced two companion bills. 
My bfll is H. R. 2690. Mr. Jackson's bill is 2693. They are identical 
in language. 

The Chairman. They were introduced the same day? 

Mr. Angell. They were introduced the same day. Their purpose 
is to make modifications in the governing acts of the Bonneville 
Administration so that it may fimction more economically and more 
smoothly. 

We asked your secretary, Mr. Chairman, to submit these bills to all 
of the agencies concerned for examination and study, and that has 
been done. They have all reported back. Amendments have been 
suggested to comply with practically all their* suggestions. 

It was our purpose to have the bul, if possible, in such form that it 
would not present any controversial issues, and I think in the main 
that has been accomplished. 

Mr. Davidson, the attorney for the Bonneville Administration is 
here, and he is prepared to present the matter to the committee. 
He has also prepared a statement that I understand he will ask to be 
permitted to submit for the record. He will make an oral explanation 
of any features of the bill the committee may desire to hear. 

The Chairman. Mr. Jackson is here. He will make an additional 
statement. 

STATEMENT OF HON. HENRT M. JACKSON, A SEFRESENTATIVE 
IN CONGRESS FROM THE STATE OF WASHINGTON 

Mr. Jackson. There is very little that I can add to what Mr. Angell 
has said. I believe that he has outlined the proposed legislation very 
well. 
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The prixnary purpose, as has been stated, is to make certain adminis- 
trative changes in the Bonneville Act, which, as you know, is merely a 
temporary piece of legislation to assist in the operation of the Bonne- 
ville administration until such time as Congress adopts permanent 
legislation dealing with the matter. 

Now, the amendments requested hei^e simply put the Bonneville 
administration on a more businesslike basis. I would like to say 
that in a broad sort of way it will help to get the administration away 
from red tape. It will make it posible for them to function in a more 
businesslike manner. I believe that Mr. Davidson, who is the general 
counsel for Bonneville, can explain in detail the purposes of this legis- 
lation to the commitee. 

The Chairman. How much difference, if any, is there between this 
bill and the bill for Fort Peck? 

STATEMENT OF C. GIRARD DAVIDSON, GENERAL COUNSEL, 
BONNEVILLE POWER ADMINISTRATION 

Mr. Davidson. The present Bonneville Act and the present Fort 
Peck Act are very similar in character. There are a few provisions 
in them which are different with regard to resale rates. I think the 
Bonneville Act is more specific in its requirements of resale rates than 
is the Fort Peck Act. Other than that they are very similar. 

The Chairman. Practically the same? 

Mr. Davidson. That is right. 

The Chairman. I suggest that we hear from Mr. Davidson so that 
we can have an explanation of the bill and amendments he may desire 
to make, and the members of the committee will have an opportunity 
to ask any questions they desire to. 

We should have a statement that we can submit in the report to 
explain it to the House. 

Mr. Davidson. The Bonneville Project Act does not purport to 
establish a permanent form of administration. On the contrary, it 
expressly states that the administrative machinery which it estab- 
lishes is intended tp be provisional pending the creation of a per- 
manent administration for Bonneville and other projects in the 
Columbia River Basin. Bills which would establish a more per- 
manent organization to administer those projects have been intro- 
duced in the past. Some are pending in the present Congress. 
However, H. R. 2690 and H. R. 2693, which are identical, would not 
change the basic form of administration or aflfect its permanence. 
Neither would thej extend the scope of the functions of the Bonne- 
ville Power Administrator. They would merely permit the Ad- 
ministrator to follow sound business principles and to employ better 
methods of administration with which to carry out his existing duties. 

The activities of the Bonneville Power Administration are centered 
in the Pacific Northwest. Its interests arise in, and are focused on 
that a;rea. By statute it must maintain its headquarters there. It is 
truly a regional agency. As such, it should be able to deal with 
problems which are essentially local matters. The Secretary of the 
Interior has recognized the necessity of administering the act in that 
fashion. He exercises supervision only where major policy considera- 
tions are involved, and leaves the method of carrying out" the policies 
to the Administrator. 
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The Bonneville Power Administration is not carrying out a govern- 
mental regulatory program. It is engaged in a large-scale business 
enterprise. Bonneville has constructed and operates some 2,700 
miles of 230,000-volt and 115,000-volt transmission lines and substa- 
tion facilities. During the past year it marketed more than 9,000,- 
000,000 kilowatt-hours of electricity over this syatem and turned over 
to the Treasury the more than $20,000,000 received from the sale of 
that power. Bonneville provides, from only Bonneville and Grand 
Coulee Dams, more than 50 percent of the electrical energy in the 
Pacific Noithwest. Bonneville will market additional energy from 
the Hungry Horse Dam on the Flathead River in Montana, the 
Detroit Dam in the Willamette River Basin in Oregon, the Umatilla 
'Dam on the Columbia River, and four dams on the lower Snake 
River in Washington, all of which have been authorized by Congress. 
The high- voltage transmission system, already the largest in the 
world, will have to be greatly expanded to transmit the energy from 
the new dams now authorized. Bonneville Power Administration is 
now the third largest distributor of power in the United States. Its 
relative position unquestionably will be advanced as the new dams 
now authorized are constructed and as additional genera tois are in- 
stalled to utilize the full capacity of Grand Coulee Dam. 

Ordinary Government procedure was not designed for use in a busi- 
ness operation of that nature and magnitude, and it has at times 
hampered the Administrator to an unwarranted extent. H. R. 2690 
and H. R. 2693 are based on the premise that Bonneville is a regional 
and business agency, and they would permit it to operate in a more 
businesslike manner. 

Since the bills were introduced some of the agencies have filed 
reports questioning the various provisions therein. Many of the 
points have been discussed with, representatives of these agencies in 
an effort to eliminate the ground for their objections. On the basis 
thereof, the Secretary of the Interior in his report to the committee 
dated Jime 18, 1945, proposed amendments to several sections of the 
bills. I believe these amendments would meet most of the points 
raised by the other agencies and would not be objectionable to the 
Bonneville Power Administration. 

The first section of H. R. 2690 and H. R. 2693 would authorize the 
Administrator to amend, modify, and cancel contracts. His ability 
to do so is essential for the protection of both the Government and 
the purchasers of power. It is customary to insert in a contract the 
most favorable provisions that the other party will accept. A party 
does this to have control over a situation if such control is needed, 
but he will modify or waive a contractual provision where it proves 
too restrictive and he is not substantially affected. 

The interests of the Government require the Administrator to 
insist on a strong contract, but he should be free to relax it when the 
control is not needed or when it is good business for him to do so. 
However, in general, an oflGicer of the United States cannot modify a 
Government contract except by first making a finding that it is in the 
interest of the Government to do so, which has been construed to 
mean not only that there must be a new legal consideration for the 
amendment, but also that some substantial benefit must be devised 
by the United States to warrant the amendment. Thus a weak 
agreement must be executed in order to avoid hardship and unjust 
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results on the purchaser. This is contrary to the interests of the 
Government. Yet, that is the alternative with which Bonneville is 
faced. H. R. 2690 and H. R. 2693 would permit it to operate in this 
. respect with much the same flexibility as a private utility or business. 
BonneviQe could saf^uard the Government by requiring a strong 
contract, and yet modifv its provisions when conditions warrant. It 
should be kept in mind that the Administrator's discretion in this 
respect is subject to the supervision and direction of the Secretary of 
the Interior, pursuant to section 2 (a) of the BonneviQe Project Act, 
as amended by the act of March 6, 1940. 

The Administrator would be authorized to compromise claims 
arising out of contracts which he executed. These claims may now 
be compromised by only a few officers of the United States, and the 
extent of the jurisdiction of each is not entirely certain. A major 
factor in inducing a party to compromise a claim is the prospect of 
a prompt settlement and final disposition of the dispute. That 
incentive is made impossible if an offer to compromise even the 
smallest claim must be sent back and forth across the continent for 
consideration by a number of agencies before it can be accepted. 
The Administrator is a responsible officer of the Government. He 
has charge of a business producing an annual revenue of more than 
$20,000,000, but he cannot compromise a claim of $20. That is 
neither good business nor good government. The Administrator is 
the one who is most familiar with the claim and the facts out of which 
it arose. He should have the discretion to compromise and settle it 
as a part of his normal business operations. 

The amendment would permit the making of advance, progress, 
and other payments. Small manufacturers often are precluded from 
bidding on contracts involving the purchase of expensive equipment, 
such as condensers, because of their inability to finance their operations 
during the period involved in manufacturing. There would be no 
risk in making advance payments if an adequate performance bond 
was supplied, and ability to do so would result in greater competition 
and broaden the Admimstrator's sources of supply. This could be of 
considerable importance in the development of industry in the North- 
west. By making advance and partial payments against purchases 
of equipment, Bonneville could encourage and assist small industries 
producing such equipment to establish themselves in the Northwest. 

The General Accounting Office did not approve the provision in 
section 1 relieving it of its obligation to hold certifying officers person- 
ally liable if the Administrator should misconceive his powers under 
the Bonneville Act or should not comply with some general statute 
relating to the expenditure of public funds. The section would 
create a relationship between the General Accounting Office and the 
Administrator, which, while somewhat similar to that between Ten- 
nessee Valley Authority and the General Accounting Office, would 
be more strict on the Bonneville Power Administrator than it is on 
TVA. There are cogent reasons for the creation of such a relation- 
ship, but in view of the objection of the GAO and the greater flexibility 
in amending and canceling contracts, compromising claims there- 
under, and the manner of expending funds which the remainder of 
the section would provide, we have no objection to the Comptroller 
GeneraVs request that the language relieving the GAO of its authority 
to hold certifying officers liable be stricken. 



BONNEVIU/E ADMINISTRATION 5 

Sections 2 and 3 are technical amendments authorizing the Adminis- 
trator to dispose of energy to other Federal agencies. The Bonne- 
ville Act speaks only of "sales" of electric energy. Technically there 
can be no sale from the Administrator to another Federal agency, as 
title to the energy is at all times in the United States. The disposi- 
tions will be on the same basis as sales, namely, at rates approved by 
the Federal Power Cpmmission. This is in accord with the policy 
incorporated in recent bills and acts, including the Flood Control Act 
(Public Law 534, 78th Cong.), enacted last December. 

The annual and sick leave provision in section 4 is necessary for 
accounting accuracy and the elimination of duplicate records. Leave 
is clearly a proper charge against the work benefiting from an em- 
ployee's services at the time the leave is earned rather than at the 
time he happens to exercise his right to accrued leave. Federal Power 
Commission cost records permit such leave to be included as a proper 
item of cost. However, cost accpimts for Budget and Treasury can- 
not include accrued leave unless such leave is an obligation against 
the funds. This amendment would permit the Administrator to 
obligate funds for leave as it is earned, and would thereby avoid the 
necessity for keeping duplicate records and result in greater accuracy 
in cost accounting records. 

Section 4 would make it mandatory for the Administrator to have 
an independent commercial-type audit undertaken each year. There 
would be no duplication between such an audit and a regular voucher 
audit by the GAO. Both are appropriate. The latter would be 
concerned with the appropriation and fund accounts of the Adminis- 
trator and would determine the legality of expenditures of funds ap- 
propriated by Congress. Bonne vUle differs from most Government 
agencies in that it is engaged in a business enterprise. Its revenues 
far exceed its disbursements. It should be required to have an inde- 
pendent examination of its financial transactions made on an income 
and expense statement basis in the same manner as any similar com- 
mercial enterprise. An audit of that type would be concerned with 
the utility cost accounts maintained by the Administrator pursuant 
to the system prescribed by the Federal Power Commission. It 
would also place Congress in a better position to appraise the appro- 
priation estimates submitted to it each year. 

It is desirable that a commercial audit be undertaken by an inde- 
pendent firm, experienced in public utility accounting. The certifi- 
cate of such an independent firm would be accepted by the public at 
its face value, the same as in connection with an audit of a privately 
owned utility. An audit in that manner would not be subject to the 
criticism that it was an audit of one Government agency by another 
Government agency. The implications in that criticism would be 
unwarranted, but the Administrator could not combat them effec- 
tively. I direct the attention of the committee to the fact that the 
Comptroller General, in his report on the pending bills, has raised no 
objection to this provision of the bills requiring an independent com- 
mercial-type audit to be made each year. 

The last sentence of section 4 will eliminate another conflict. The 
GAO has authority to establish forms, accoxmts, and procedures for 
administrative appropriation and fund accounting under section 309 
of the Budget and Accounting Act of 1921 (42 Stat. 25). The Treas- 
ury Department and Bureau of the Budget maintain their records in 
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the same form as prescribed by the Comptroller General. Section 
9 (a) of the Bonneville Act directs the Administrator to keep his 
accounts subject to the requirements of the Federal Water Power 
Act. This conflict was, and still is, a serious problem, although 
over a period of time ihost of the technical difficulties have been 
resolved by negotiation and agreement between the various agencies. 
A fundamental problem still remains. Bonneville is required to 
make two types of reports for its operations. The figures in those 
reports differ because the accounting systems upon which the reports 
are based differ. The Federal Po\ver Commission reports are based 
on cost accounting. The reports to Budget, Treasury, and Congress 
are based on a cash expenditure accounting system. By way of 
illustration, the full cost of a truck, under the cash expenditure system, 
is charged as an expense for the year in which it is purchased. Under 
the cost accounting system only a portion of that cost is charged as 
an expense for the y^ar in which the truck is acquired, the remainder 
being charged as an expense in subsequent years during the useful 
life of the truck. 

Naturally the total operation and maintenance expenses for any 
year will not be the same under the two systems. While the differ- 
ences can be reconciled, they are, nevertheless, available as a founda-- 
tion for claims that Bonneville^s accounts are inaccurate. The bills 
would eliminate this difficulty as well as, such conflicts between the 
Budget and Accounting Act and section 9 (a) of the Bonneville Act 
as may remain. The Comptroller General has not objected to this 
provision in his report. 

Section 5 would consolidate in a single section all matters relating 
to personnel. Section 10 of the Bonneville Act and section 2 (a) 
thereof, as amended by the act of March 6, 1940, provide for two 
classes or groups of personnel. The first class includes the assistant 
administrator, chief engineer, general counsel, attorneys, engineers, 
and other experts. Their salary rates may be fixed without regard 
to the Classification Act and are subject only to a maximum limitation 
of $7,500 per year. The second class includes all other officers and 
employees. Their salary rates must be fixed in accordance with the 
Classification Act, and the limitation of $7,500 per annum does not 
apply. Several problems have arisen because of this provision and 
of conflicting interpretations thereof. 

Ever since early in 1938 the Civil Service Commission and the 
Bonneville Power Administration have been under the impression, 
based upon an earlier decision of the Comptroller General with respect 
to a similar statute, that the first class provided by section 10 of the 
Bonneville Act included only those attorneys and engineers who 
occupy positions which have been designated as expert positions by 
the Civil Service Commission. Both agencies believed that all other 
attorneys and engineers fell within the Classification Act. Accord- 
ingly, all such attorneys and engineers have had their compensation 
fixed pursuant to that act and have been assumed to have been sub- 
ject to it. On November 6, 1944, the Comptroller General held 
that all attorneys and all engineers, regardless of whether or not they 
occupied positions designated by the Civil Service Commission as 
expert positions, were in the first class of employees provided by sec- 
tion 10 and were not subject to the Classification Act. While this 
decision has not affected the legality of the salaries paid to these 
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employees, it has raised a Dumber of problems concerning their status. ' 
One is the applicability of the Mead-Ramspeck Act, providing for 
iautomatic increases in salary. Another will arise out of the pay bills 
now pending before Congress. Both the Senate and the House bills,' 
as passed, provide only for base pay increases for employees subject 
to the Classification Act. Attorneys and engineers thus are not> 
included, and whether they will receive corresponding increases in 
base pay will be dependent upon an administrative determination 1 ! 
The employees will not be entitled to it as a matter of right. The 
bills would eliminate these problems by requiring the compensation; 
of all employees, other than experts, to be fixed pursuant to the 
Classification Act. >i 

Another problem is the discrimination between the salaries of the^ 
top administrative officials which the existing law now compels. 
The effect of the decision of the Comptroller General above referred to, 
and of a recent ruling of the Civil Service Commission that the posi-- 
tions of power manager and controller are not expert positions, has 
been to place such positions in the second class of personnel prescribed 
by section 10. Their compensation must therefore be determined 
pursuant to the Classification Act. The duties of these positions are ^ 
such as to have them classified as P. and S. 8 and CAF--15, respec-' 
tively, a result in line with the usual practice in other agencies of 
classifying top administrative positions in those grades. The Classi- 
fication Act requires that the minimum salaries for such grades, 
namely $8,000, be paid. However, three other top positions, the 
assistant administrator, chief engineer, and general counsel, are in the 
first class of personnel providisd by section 10 and are subject to the 
$7,500 limitation. This places the Administrator in an untenable 
position . Recently the Comptroller was promoted to Assistant Admin- 
istrator, and the promotion compelled the payment of a lower salary. 

The solution of all these problems is the elimination so far as possible 
of the two classes of personnel provided by section 10. The bills 
tv^ould require the salaries of all employees, other than experts, to be 
fixed pursuant to the Classification Act. Attorneys and engineers 
Would be placed on the same plane as all other employees. The 
discrimination between the salaries paid to the top administrative 
officials would be eliminated, as would the discrimination in the 
salaries of the Bonneville officials and officials performing similar 
services in other agencies. This would facilitate transfers of em- 
ployees between agencies and would aid the Administrator in em- 
ploying and retaining competent personnel who would be likely to 
gravitate to positions in other agencies which permit higher com- 
pensation for similar work. 

Because of the nature of the business in which the Administrator is 
engaged, his activities are constantly being compared with those of 
private utilities and private contractors. With respect to labor 
practices he suffers by the comparison. The Administrator operates 
and maintains electric facilities and occasionally undertakes con- 
struction work on force account. He should be able to follow the' 
same, or comparable, labor practices as do private utilities and con- 
tractors in the same work. 

Two sources of trouble are retirement and unemployment com-; 
pensation benefits. One group of construction and operation and; 

74143—^5 2 
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maintenance employees is subject to civil-service-retirement pro*' 
tection. Another group receives no retirement protection whatever. 
Neither group receives unemployment compensation benefits. By 
way 5f contrast, employees of private utilities and contractors, who 
perform similar work, receive social-security protection and are 
eUgible for unemployment compensation benefits. 

Last fall a portion of a major transmission line from Grand Coulee 
Dam to the Puget Sound area was being constructed for the Admin- 
istrator by a contractor who obtained the contract through com- 
petitive bids. The contractor defaulted when the work was only 
about 50 percent completed. Despite all efforts, it proved impossible 
to obtain another contractor, and the Administrator was compelled 
to complete the line with his own employees or by force account. 
Because of critical labor conditions the men working for the con- 
tractor could not 'be replaced, and it was essential that the Adminis- 
trator retain them. The retirement and unemployment compensa- 
tion problems made it difficult to do so. When the men were working 
for the contractor, they were subject to the Social Security Act and 
ehgible for unemployment compensation benefits. When they were 
employed by the Administrator as temporary employees, they re- 
ceived no retirement protection under either the Civil Service Retire- 
ment Act or the Social Security Act, and they were not eligible for 
unemployment compensation benefits. The difficulties inherent in 
attempting to conduct a program under those circumstances are 
self-evident. 

H. R. 2690 and H. R. 2693 would authorize the extension of the 
Social Secm-ity Act to cover all employees engaged in connection with 
construction work or the operation and maintenance of electrical facil- 
ities, and the extension of unemployment compensation benefits to 
those employees, if State laws would permit, whenever, the Adminis- 
trator and the employees enter into a collective bargaining agreement 
providing for such extension. 

The Federal Security Agency, Civil Service Commission, and 
Treasmy Department object to having social security and unemploy- 
ment compensation coverage dependent on the execution of an agree- 
ment so providing. Instead they request that any coverage be man- 
datory and fixed by statute. In addition, the Treasury Department 
requests that the matters be covered by amendments to the Internal 
Revenue Code and the vSocial Security Act rather than by amend- 
ments to the Bonneville Act. Bonneville Power Administration has 
no objection to that approach. To carry it out, the Secretary of the 
Interior in his report of June 18, 1945, suggests the amendment of seo' 
tion 5 by eliminating all references to social security and unemployment 
compensation benefits and the addition of a new section 7 which would 
make appropriate amendments to the Internal Revenue Code and the 
Social Security Act. 

It should be kept in mind that the retirement and unemployment 
compensation benefits would relate only to laborers, mechanics, and 
workmen employed in connection with construction work or the oper- 
ation and maintenance of electrical facilities. The new section 7 
would leave under the Civil Service Retirement Act all employees who 
are now under that act, a result which thev desire. It would extend 
social security protection to all other employees who have no retire- 
ment protection. The new section also would mak;e» the. up,employ- 
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ment compeDsation tax provisions applicable to. the Administration 
for compensation paid to all laborers, mechanics, and workmen em- 
ployed in connection with construction work or the operation and 
maintenance of electrical facilities and would grant the States permis- 
sion to extend their unemployment compensation acts to include these 
employees. The proposed section 7 has been drafted in conjunction 
with representatives of the Treasury Department and the Federal 
Security Agency and has been approved by both of them. 

The Civu Service Commission does not concur in the provisions of 
section 5 of H. R. 2690 and H. R. 2693 which would permit the Ad- 
ministrator to employ laborers, mechanics, and workmen engaged in 
connection with construction work or the maintenance and operation 
of electrical f aciUties without regard to the civil-service laws and regu- 
lations. Such a provision would be desirable as it would enable the 
Administrator to simplify his personnel procedure and to conform with 
some of the labor practices of private utilities and contractors. How- 
ever, in view of the recommendation of the Civil Service Commission 
and the desires of the emplovees themselves, who are willing to bear 
the disadvantages imposed by the civil-service method of appoint- 
ment in order to realize the benefits granted by the civil-service laws, 
the amendment to section 5 submitted by the Secretary's report pro- 
vides for employment of this group of personnel subject to the civil- 
service laws. In this respect there would be no change from the 
present act. 

Section 5 of the bills, as it appears in the Secretary's suggested 
amendments would authorize the Administrator to fix the compen- 
sation of this group of employees without regard to the Classification 
Act or any other statute or regulation relating to the payment of 
employees of the United States except the CivU Service Retirement 
Act. Most of the labor practices with which the Administrator 
cannot at present conform, and which put him in an unfortunate 
position in the present labor market, relate directly or indirectly to 
the compensation received by employees. Let me briefly review a 
few of them: 

1. Holiday pay: Bonneville can pay only straight time on holidays, 
whereas private employers pay their employees time and one-half for 
the same work. The diflSculty is accentuated by the fact that Bonne- 
ville employees receive straight time on holidays within their regular 
tour of duty whether or not they work. 

2. Daily overtime: Bonneville can pay overtime only after 40 hours 
have been worked in one week. Under normal conditions it cannot 
pay overtime for more thaa 8 hours' work in 1 day as do private 
utilities and contractors. Under the Government's broad war powers 
Bonneville is able to pay overtime for hours worked in excess of eight 
per day, but that authority, of course, is temporary. 

3. Emergency and call work: When an employee is called to work 
because of an emergency, such as the breaking of a line, private 
utilities pay for a minimum of 2 hours regarcSess of whether an 
employee works a lesser time. Similar minimum payments are made 
for longer periods. Bonneville is unable to pay its employees on the 
same basis. 

4. Night differential: Bonneville cannot pay higher rates for night 
shifts as is done by some private employers. 
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5. Multiple shifts: Other private employers and most private 
utilities do not pay a higher rate for night shifts, but accomplish a 
night differential by allowing 8 hours' pay for 7% hours' work on the 
late shifts, Bonneville is unable to make such adjustmemts. 
' 6. Sunday overtime: Under the 40-hour statute Bonneville can pay 
overtime on Sxmdays only for time actually worked, not for travel. 
If an emergency develops at a distance from an employee's station, 
the employee can be paid only straight time while he is traveling from 
his station to the point of emergency, and then only if the travel 
occurs during his regular tour of duty. He may be paid time and 
one-half for the tiihe he actually works at the point of emergency. 
Private utilities pay time and one-half for travel time as well as 
actual working time under similar conditions. 

DiflFerences and discriminations such as those outlined naturally 
breed dissatisfaction and contribute to unsatisfactory labor relations. 
II is but a step fm^ther to active opposition by employees and labor, 
generally, to the activities and pro-ams of the ^administration. The 
Administrator is engaged in a busmess enterprise, and he should be 
able to conform to labor practices which are customary in that busi- 
ness. The language suggested for the committee's consideration 
would permit him to do so. 

The Administrator would be fiu*ther authorized to provide and pay 
for physical examination for these same construction, operation, and 
maintenance employees. Physical examinations are in the interest 
of the Government as they guard against disease, speed up construc- 
tion by avoiding delays due to illness, and protect the employees' 
compensation fimd by reducing the number of accidents attributable 
to poor health. However, prospective employees object to paying for 
such examinations, and imder today's highly competitive labor con- 
ditions it often is impossible to compel them to do so. They will seek 
and obtain employment from other employers who will not require the 
expenditure of a fee for a physical examination. 

Section 5 would provide for a new subsection (c) of section 10 of 
the Bonneville Act which would permit the Administrator to utilize 
voluntarjr and uncompensated services and to pay travel and other 
expenses in connection therewith. 

Section 6 would authorize the Administrator to settle, compromise, 
and pay tort claims not exceeding $1,000 against the United States 
arising out of the activities of the employees of the Administration 
within the scope of their employment. Now such claims can be paid 
only under the Small Claims Act (31 U. S. C. 215). That procedure 
is laborious and expensive to the Government. It is not satisfactory 
to claimants, as experience has disclosed that usually 12 to 18 montti 
elapse between the time the claims are filed and payment is received. 
The public relations of a business agency are bound to be affected 
adversely by such delays. The ability to make an immediate pay- 
ment cannot be overemphasized as an aid in settling and disposing 
claims of this character. The amounts involved are not large. The 
: average amount of property damage claims, other than those arising 
from motor vehicle accidents, was $242 in 1943 and $120 in 1944. 
The average amoimt of claims arising out of motor vehicle accidents 
wafe $67 in 1943 and $123 in 1944. 

The Small Claims Act. is too limited in scope to grant proper pro- 
tection. It allows reimbursement only for damage to property. It 
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does not permit compensation for personal injuries nor for losses not' 
resulting from damage to property. Section 6 would authorize the 
AdiHinistrator to dispose of cases of these typies when the amount of 
these small claims is not in excess of $1,000. 

The Administrator also would be given authority to settle and 
compromise claims fop damages to Government property under his 
control. He now has no authority to compromise such claims, and, 
in spite of the fact that they have been averaging less than $50 each 
the claims must be referred to the Department of Justice. The 
expense incurred in having the small claims processed by at least two 
agencies instead of one, and the delay involved in sending the claims 
back and forth from coast to coast, cannot be justified. Here, too, 
the ability to settle a claim and dispose of it promptly would reduce ' 
administrative expenses and would result both in greater net coUec- 
tions and in collections which would otherwise be unobtainable. 

This section would permit the Administrator to be represented in 
routine litigation by his own attorneys but would subject litigation 
involving constitutional issues or appearances in the appellate courts 
of the Imited States to the supervision and control of the Attorney 
General. The Department of Justice claims that uniform conduct 
and disposition of litigation is essential and that authority therefor 
should be centered in a single agency, the Department of Justice. 
Complete centralization has no uniform advantage that can be 
realized in all situation^. Nor is complete decentralization always ' 
desirable. They are merely opposite extremes in governmental pro- 
cedure, each being pertinent in some instances. The successful 
conduct of litigation may require something part way between the 
two. 

The problem should be decided on the basis of what method of 
handling the Administrator's litigation will best carry out the objec- 
tives Congress sought to achieve by the enactment of the Bonneville 
Act. Business considerations must necessarily aflfect the institution 
and conduct of litigation just as they aflfect the conduct of Bonne- ' 
ville's other activities. The staflf of the Administration is in the best 
position to determine how alternative methods of handling a case 
and the time when a case is instituted may aflfect its programs and 
customer relations. This part of the functions of the Administration 
should not be delegated to other agencies, since by statute he has 
the primary responsibility for making the Government-owned powei* 
projects in the Pacific Northwest pay their way. 

The regional character of the organization of the agency, already 
referred to, should be extended to the handling of litigation. Litiga- 
tion is a function of management, and efficiency and economy cannot 
be served if responsibility for management is divided between two 
organizations that are separated by 3,000 miles. Delays and confu- 
sion cannot be avoided, despite the eflforts of all parties for cooperation, 
as long as responsibility for management is divided between the De- 
partment of Justice in Washington, D. C, its special attorneys and 
United States attorneys in Tacoma, Seattle, Spokane, and Portland, 
and the Administrator's officers in Portland. 

By way of illustration, let us examine Bonneville's experience in 
condemnation suits, which have comprised nearly all of Bonneville's 
litigation. Field attorneys of the Department of Justice cannot in- 
stitute a suit or take important steps therein without obtaining prior 
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approval from the Department in Washington. New procedures 
must be approved in advance by the Department in Washington. 
A delay of several weeks between the Administrator's submission of a 
request for condenination and the filing of a declaration of taking is 
inherent in the existing procedure, which requires sending requests 
and authorizations for the institution of proceedings back and forth 
across the country. It can be eliminated by having the Administra- 
tor's attorneys handle the litigation. 

There is a wholly unavoidable lack of coordination between the 
various United States attorneys, special attorneys of the Department 
of Justice, and the Administrator's attorneys. Cases have been set 
for trial and even tried without any notice to Bonneville, 'which had 
evidence that should have been introduced. There have been in- 
stances in which cases have been set for trial by attorneys in separate 
districts only 1 day apart, which placed an impossible burden on the 
Administration's acquisition staff and witnesses who could not attend 
trials several hundred miles apart. Expert witnesses have been 
engaged without Bonneville's knowledge, with results which would 
have been embarrassing and possibly disastrous had the incidents not 
been discovered prior to trial. The witnesses examined the property 
without anyone present to point out the true boundaries or the nature 
of special items such as values for timber, stumpage, or easements 
which were involved. The lack of coordination is reflected in other 
matters, such as the various attorneys usin^ different procedures in 
practicing in their respective districts. 

The amounts involved are small. In the last 2 years the average 
deposit has been approximately $45. It is only natural that the attor- 
neys for the Department of Justice give their attention first to cases 
involving much larger sums, with the result that Bonneville's cases do 
not receive the attention which the Administrator feels they should 
have because of their importance to BonnevUle. The amount of an 
award in a small case may be of extreme significance as it will support 
or destroy the basis for voluntary settlement between Bonneville and 
a number of other nearby landowners. Furthermore, the value of the 
land and the amount involved may be small, but its immediate posses- 
sion may be vital. It may be the last link in a right-of-way for a trans- 
mission line to serve a new war industry or a large area. In the past 
few years service to such industries had to be made available on ex- 
tremely short notice, and every day's delay was a serious matter. 
Moreover, large sums of money may be lost by delay. A delay last 
yesLT in the completion of a transmission line from Grand Coulee Dam 
to the Puget Sound area would have cost the Administration in excess 
of $3,000 per day in revenues. 

Existing procedures for handling condemnation cases clearly demon- 
strates the fallacy of the argument that the handling of all litigation by 
the Department of Justice is necessary so as to achieve the desired goal 
of consistent policy in handling litigation. The Administrator's attor- 
neys send the Department of Justice in Washington only a request to 
institute a condemnation proceeding and a copy of the proposed declar- 
ation of taking. All that the Department in Washington can do is to 
check the form against the requirements of the statutes. It has no 
history of the negotiations between the Administrator and the land- 
owner, nor does it have even the title evidence. It can only make a 
mechanical check of the form and authorize its local attorney to in- 
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stitute the proceeding. There is no possibility of the Department's 
exercising any judgment concerning the types of cases in which con- 
demnation proceedings should be instituted and no possibility for 
"consistency *' between proceedings filed by various agencies, including 
Bonneville. 

The Department cannot and does not maintain uniformity in plead* 
ings and procedures in the conduct of condemnation cases. It cannot 
do so because the matters are controlled by State law and vary from 
State to State. It does not attempt to do so for the reason that the 
Department delegates authority to draft complaints to its various field 
attorneys and permits them to file the complaints without prior re- 
view by the Department in Washington. Naturally each attorney has 
practices and views of his own which are reflected in the pleadings he 
drafts. This lack of uniformity is f oimd not only between the Depart- 
ment's attorneys in different States, but also between its attorneys in 
the same State. Actually, the cause of consistency and uniformity 
would be better served if Bonneville's attorneys had fuU responsibility 
for handling Bonneville's litigation. 

The Department of Justice does not conduct the litigation of the 
TVA, the agency most like Bonneville. It would thus be impossible 
for the Department to maintain a consistent policy of litigation in 
identical types of cases arising out of the activities of the TVA and 
the Bonneville Power Administration. 

The statutes giving the United States Attorneys and the Attomev 
General responsibility for conducting the Government's litigation will 
be affected by these bills, but they already have been partically super- 
seded by the present section 12 of the Bonneville Act. Moreover, 
Congress has displayed no hesitancy in granting agencies authority 
to handle their own litigation when it believed that the administra- 
tion of their functions would be promoted by doing so. 

Litigation in power cases will involve many difficult and complex 
questions revolving around concepts that are partially engineering 
in nature. The attorneys for the Department of Justice do not have 
any special competence in this field. The Administrator's attorneys 
deal with these problems in their daily operations. Moreover, these 
cases touch the very heart of the Administration's policy, and the 
fact that Bonneville's attorneys are steeped in its economic and 
practical aspects would be a factor of profound importance. 

An additional reason for a modification of the litigation provision 
in the present act arises out of the conflicting interpretations which 
have been placed upon it. Section 12 provides that the Adminis- 
trator may, under the supervision of the Attorney General, bring 
such suits as may be necessary to carry out the purposes of the act 
and that he shall be represented by the respective United States 
Attorneys, or by attorneys designated by the Attorney General as 
authorized by law, in conjunction with the regularly employed at- 
torneys of the Administrator. 

The legislative history of the section has an important bearing on 
the point under consideration. The House Bui, as introduced, 
authorized the Administrator to be represented by such counsel as 
he might select (sec. 11, H. R. 7642, 75th Cong.). A Committee 
amen(finent which was adopted by the House provided for representa- 
tion only by the Attorney General (Congressional Record, July 26, 
1937, p. 7623). The Senate committee amended the bill as passed 
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by the House by substituting the language of the Senate bill. The 
latter was identical with the original House Bill and provided for 
representation by such councel as the Administrator might select 
(Congressional Record, Aug. 9, 1937, p. 8522). While the bill 
was being considered by the Senate, Senator Schwellenbach proposed 
an amendment which became the present section 12. The record 
discloses the following concerning the amendment: 

Mr. Schwellenbach. Mr. President, the House text gives the entire authority 
to the Attorney Generars office. The Senate committee bill gives the entire 
authority to the Administrator. My amendment provides that they shall act 
in conjunction in the prosecution and defense of suits. 

Mr. McNary. Mr. President, I think the amendment will improve the bill, 
and I hope it may be adopted. 

The Presiding Officer. The question is on agreeing to the amendment offered 
by the Senator from Washington to the amendment of the Senator from Oregon. 

The amendment to the amendment was agreed to. 

(Congressional Record, August 9, 1937, p. 8530.) 

In spite of the language in the statute, the Administrator's litigation 
has not been handled in the manner in which Congress so clearly 
intended. The Department of Justice has, in effect, construed the 
statute as if it read in the same manner in which it was passed by 
the House. The Administrator's attorneys were not permitted to 
appear of record as attorneys ^f or the Administrator on any pleading, 
brief, or other paper filed witH the court, or to participate in the trial 
of any litigation, except to such an extent as the representative of the 
Department of Justice may deem desirable. 

For example, the Assistant Attorney General for the Lands Division 
in a letter dated September 15, 1944 (exhibit A), to a special attorney 
for the Department of Justice in Seattle, a copy of which was sent to 
the general counsel for Bonneville, stated, as a result of a discussion 
of this matter with the Bonneville general counsel: 

After very careful consideration of the matter, I construe the act as providing 
that the United States attorneys, or other attorneys designated by the Attorney 
General, should represent the Administrator ^vhose attorneys should act only in 
conjunction with the representatives of the Department of Justice and to such 
extent as may be designated by them. 

The Assistant Attorney General further stated: 

In the trials of the cases I see no objection to the Administration's representa- 
tives' participation to such a degree as you may deem to be proper and advan- 
tageous * * * 

In denying a request (exhibit B) by the Secretary of the Interior 
that the Department of Justice delegate authority to the Adminis- 
trator's attorneys to handle condemnation and land litigation, or in 
the alternative to effect arrangements whereby the Administrator's 
attorneys and the Lands Division attorneys share responsibility for 
handling such litigation, the Attorney General, in a letter dated 
March 13, 1945 (exhibit C), stated: 

1 cannot escape the conclusion that the clause "in conjunction with the regularly 
employed attorneys of the administrator" should be construed, together with the 
other clauses of the section, to mean that such attorneys will be afforded an 
opportunity to confer and cooperate with the United States attorney or the 
attorneys for the Lands Division. 

That construction ignores the meaning of section 12 and its legis- 
lative history, and it either renders the clause "in conjunction with 
the regularly employed attorneys of the Administrator" surplusage, or 
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implies that a legislative grant of authority is necessary before attor- 
neys of other departments are "afforded an opportmiity to confer and 
cooperate with the United States attorney or the attorneys for the 
Lands Division.'' If that implication is correct, a statute similar to 
section 12 of the Bonneville Act would be needed immediately to 
authorize attorneys of most agencies, which have no similar statute, 
to continue their well known practice of conferring and cooperating 
with the attomevs of the Department of Justice. 

The section should be amended both to promote the objectives 

sought to be attained by the Bonneville Act and to clarify the meaning 

of the existing statute. The bills present a feasible and logical basis 

for handling litigation. The Administrator's attorneys would have 

control over litigation in the trial courts. Whenever a case involved 

a constitutional issue or an appearance in a Federal appellate court, 

the Attorney General would be free to take over the direction or 

i supervision of the litigation. The Attorney General would receive 

copies of pleadings in all cases and would have authority, to make the 

determination as to whether a case involved a constitutional issue in 

which event he could direct or supervise its handling in the trial court. 

The Attorney General thus would have control over cases involving 

the application of the Federal Constitution or appearance in Federal 

\ appellate courts. At the same time the Administrator would be free 

I to conduct the great majority of Bonneville cases, which, so far as the 

' Department of Justice is concerned, will be comparatively small and 

I piu*ely local. 

I These bills would permit a more eflEicient operation of the Bonneville 

p>roject and would make possible the earlier attainment of the objec- 
tives which Congress. declared that it had in mind in the Bonneville 
Act. The Bonneville Power Administration respectfully urges their 
enactment. 

Exhibit A 

September 15, 1944. 
Mr, Frank P. Keenan, 

Special Assistant to the Attorney General^ 

Seattle, Wash. 
Dear Mr. Keenan: Mr. C. Girard Davidson, general counsel, and other repre- 
sentatives of the Bonneville Power Administration conferred with me here in 
reference to the extent and capacity in which the attorneys of the Administration 
may participate in the handling and prosectuion of litigation involving the 
Administration. 

Mr. Davidson persisted in his contentions, as previosuly urged, that section 12 

(of the act of August 20, 1937 (50 Stat. 731, 736), entitles the Administrator to be 
represented in all litigation in which he is interested in his official capacity by his 
own regularly employed attorneys in conjunction with attorneys of the Depart- 
f ment of Justice, that the names of their attorneys should appear of record as 

I attorneys for the Administrator, that notices should be served upon them, and 

that the proceedings, including the trial of cases (with the possible exception of 
cases involving unusual questions of law or large amounts of money), should be 
conducted by them but under the general supervision of the United States attor^ 
neys or other regularly appointed attorneys of the Department of Justice. 

It is not unusual for agencies of government having legal staffs to press for 
increasingly greater participation in the handling of litigation. The desrie 
proceeds somewhat from a very natural inclination of lawyers to get closer to the 
actual legal practice by participating in court actions. It also proceeds in this 
instance from the desire to integrate more closely the regional operations of the 
Bonneville Power Authority. 

While these indinations are very understandable, the conduct of litigation for 
the Government has, as a matter of consistent policy, with very few exceptions, 
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been centered in the office of the Attorney General for many good and valid 
reasons. .Indeed no complaints are made in this instance that litigation con- 
ducted for the Bonneville Power Authority has not been efficiently or satisfac- 
torily handled. After very careful consideration of the matter, I construe the 
act as providing that the XJnited States Attorneys, or other attorneys designated 
by the Attorney General, should represent the Administrator whose attorneys 
should act only in conjunction with the representatives of the Department of 
Justice and to such extent as may be designated by them. This conclusion is 
sustained by the provisions of Executve Order No. 6166 which vests in the Depart- 
ment "the function of decision, whether and in what manner to prosecute, or 
to defend, or to compromise, or to appeal, or to abandon prosecution or 
defense * * *." 

It must be considered, however, that under the act of August 20, 1937, the 
attorneys for the Administrator are permitted more extensive identification with 
their litigation than is ordinarily the case with the usual interested agencies of the 
Government. For that reason, among others, I feel that it is desirable that there 
be a rather close cooperation between the attorneys for the Department of Justice 
and the attorneys for the Administration in connection with the litigation which 
involves its interests. Because the representatives of the Administration have 
close contact with the public and, necessarily, great familiarity with the problems 
of the Administration and its policies, full advantage should be taken of the 
assistance which can be afiforded by them. 

To obtain the full benefit of this assistance, I do not feel that it is necessary, 
however, that their counsel appear of record as attorneys for the Government 
because to do so would lead to a great deal of confusion in the handling of corre- 
spondence, the giving and receiving of notices, and in relations with the courts. 
It is desirable, and entirely reasonable, for the Administration to be kept cur^ 
rently and fully advised of developments in connection with the litigation so that 
their suggestions and counsel may be available. 

In the trials of the cases I see no objection to the Administration's represent- 
atives' participation to such a degree as you may deem to be proper and advan- 
tageous, since those representatives will have undoubtedly devoted a great' deal 
of time and eflPort in the preparation of the cases at least to the extent of inter- 
viewing witnesses and obtaining factual data. Under certain circumstances, 
and with the permission of the court first obtained, if .you consider it advisable, 
there would be no objection in proper cases to permitting the Administration's 
representatives to conduct the examination or cross-examination of certain wit- 
messes or to argue certain points of law or fact as to which they have peculiar 
knowledge. Trial briefs or other memoranda of points and authorities should 
not, however, be tendered to the court except by the attorneys of record. 

I hope that the above will clarify any misunderstanding which may have existed 
and that all parties will fully cooperate to the end that the interests of the United 
States be best served. I am sending a copy of this letter to Mr. Davidson. 

Kindest personal regards. 
Sincerely yours, 

Norman M. Littell, 
Assistant Attorney General, 

Exhibit B 

October 2S, 1944. 
Hon. Francis BiDDLE, 

Attorney General of the United States. 
My Dear Mr. Biddle: I have been advised of the long and protracted corre- 
spondence between the general counsel of the Bonneville Power Administration 
and the Assistant Attorney General, Division of Lands, with reference to the 
handling of litigation for and on behalf of the Bonneville Power Administration. 
They hold conflicting views concerning the extent to which Bonneville attorneys 
should participate in such litigation. The Assistant Attorney General, I am 
informed, takes the position that the handling of litigation and the making of 
court app>earances are matters concerning the Department of Justice exclusively. 
The general counsel is of the view that Bonneville attorneys are entitled, in view 
of the language of section 12 of the Bonneville Project Act and the legislative 
history relating thereto, at least to participate jointly with Lands Division 
attorneys. The general counsel believes it would be in Bonneville's interest that 
condemnation and other litigation involving land matters should be handled ex- 
clusively by Bonneville attorneys. 
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There are a number of reasons why the situation involving the Bonneville 
Power Administration differs from situations involving other agencies. In the 
first place, there is tUe language of section 12 of the Bonneville Project Act, as 
amended,' which expressly provides that the Administrator shall be represented 
in the prosecution and defense of all litigation by United States attorneys or 
other attorneys designated by the Attorney General in conjunction with the 
regularly employed attorneys of the Administrator. Moreover, the Bonneville 
Power Administration is a regional agency and its central office is in the region. 
It necessarily operates with a considerable degree of latitude and is subjected 
only to general check on policies and activities. It is a business agency with 
busmess problems. Business considerations affect the institution and conduct 
of its litigation just as they affect the conduct of its other activities. The char- 
acter of its condemnation actions differs from that of the condemnation cases 
handled by your Department for other agencies. Amounts involved in each 
case are absolutely and relatively small and the number of contested cases has 
been comparatively low. As a result such cases may not appear important to 
your field attorneys. Nevertheless, these cases tend to establish values for all of 
the power line rights-of-way which Bonneville must acquire and accordingly are 
of tremendous eoncem to that agency. For that reason it is essential that 
attorneys handling its litigation have a complete familiarity with the Bonneville 
program and the details of its operation. Obviously your attorneys handling 
cases for several agencies and having only casual contacts with Bonneville cannot 
have this qualification. 

Other consideration add weight to the conclusion that Bonneville should handle 
such litigation. The major part of the work is done by Bonneville attorneys in 
any -event. They prepare pleadings, negotiate settlements, prepare cases for 
trial, and secure witnesses. This is necessary for the close working relationships 
with appraisers and negotiators and administrative officials. Only one of your 
four field offices handling Bonneville land matters is in Portland; the rest are 
located at considerable distances from Bonneville's principal office. The Depart- 
ment of Justice attorneys act, more or less, as review attorneys and local agents 
to file pleadings, and of course, are primarily in charge of the infrequent trials 
which occur. This necessarily involves delays, additional expense, and all the 
other ills of divided responsibility. Cases have been set for trial without knowl- 
edge of Bonneville's convenience or the availability of witnesses. As a matter of 
fact in one recent instance the trial was had before Bonneville was aware it had 
been set. Cases have been settled which, before opportunity for notice of settle- 
ment, have been set for trial by your attorneys. These cases had subsequently 
to be removed from the calendar. Even the most routine action frequently re- 
quires exchange of letters between your attorneys and Bonneville's who often are 
required to serve as intermediaries. Also, as you are aware, in many instances 
it is necessary that instructions be obtained from your office in Washington there- 
by occasioning delays in addition to that which occurs, in the very nature of 
things, because of the need of submitting cases to your office for authorization to 
commence action. 

Allowing Bonneville attorneys to handle the relatively few condemnation cases 
would eliminate this duplication of work and the correspondence required to con- 
firm routine understandings and to keep all agencies fully advised of develop- 
ments. It would not require any change in the size or conduct of your field staffs. 
It would relieve them of the work which they now perform upon such cases. On 
the other hand, Bonneville which has a complete staff of attorneys could assume 
the added work with little or no added burder. A further advantage would be 
the attainment of complete uniformity in the handling of its condemnation liti- 
gation since, I am advised, there is a considerable variation of procedures em- 
ployed by your four local offices, the variations depending upon the field at- 
torneys in charge. 

For the foregoing reasons, the Bonneville general counsel has requested that 
the Bonneville attorneys be permitted to handle condemnation and other land 
litigation separately without requiring them to refer matters to the field offices 
of the Lands Division for handling by those field offices. However, if you are 
not inclined to agree to such an arrangement, in order to avoid a purely juris- 
dictional dispute I suggest that in accordance with the Bonneville Project Act, 
arrangements be effected whereby Bonneville and Lands Division attorneys will 
share responsibility for the handling of litigation relative to Bonneville's land 
matters. There should be no difficulty in doing so. Although Mr. Littell has 
been unwilling to work out such arrangements, they have been effected between 
the general counsel and the Assistant Attorney General, Claims Division. In 



18 BONNEVILLE ADMINISTRATION 

connection with litigation within the jurisdiction of the Claims Division, Bonne- 
ville attorneys are permitted to appear as attorneys of record and have been as- 
signed a primary responsibility for the preparation and handling of such litiga- 
tion. This arrangement for joint responsibility has been satisfactory and its 
extension would reduce the evils of divided responsibility that obtains in land 
cases. , 

I hope that yoii will give this matter your earliest convenient attention. 
Sincerely yours, 

Harold L. Ickes, 
Secretary of the Interior, 

Exhibit C 

Office of the Attorney General, 

Washington, D. C, March 13, 194S, 
Hon. Harold L. Ickes, 

Secretary of the Interior, Washington, D. C. 

Mi Dear Mr. Secretary: Reference is made to our previous correspondence 
concerning the handling of litigation for and on behalf of the Bonneville Power 
Admhiistration, particularly in connection with condemnation proceedings. 

I have caused a complete study of the problem to be made in this Department, 
and have thoroughly weighed the possible interpretations to be accorded to that 
section of the Bonneville Project Act (50 Stat. 736; 16 U. S. C. 832k) which pro- 
vides for the conduct of litigation arising thereunder "in conjunction with the 
regularly employed attorneys of the administrator." 

After extended consideration of the matter, I regret to advise you that the 
phraseology of the statute appears to preclude adoption of the arrangement 
suggested in your letter of October 28, 1944. 

1 believe that the words "under the supervision of the Attorney Greneral," 
and the directive that the Administrator "shaD be represented * * * by the 
United States Attorneys * * * or by such attorney or attorneys as the 
Attorney General may designate," indicate an unequivocal legislative intent to 
vest control of all such litigation in this Department. Accordingly, I do not^ 
think that I am authorized to delegate the responsibility which the statute' im- 
poses upon this Department in accordance with the terms of your proposal. 

While it is antecedent to the Bonneville Project Act, I also desire to point out 
that section 5 of Executive Order No. 6166, dated June 10, 1943 (see Note at 6 
U. S. C. 124-132), specifically provides for the conduct of all Government litiga- 
tion, including condemnation cases, by the Department of Justice; and there 
appears to be no valid basis for distinguishing between condemnation proceedings 
instituted in behalf of the Bonneville Administration and those conducted by the 
Department for other governmental agencies. 

I cannot escape the conclusion that the clause "in conjunction with the regu- 
larly employed attorneys of the administrator" should be construed, together 
with the other slauses of the section, to mean that such attorneys will be afforded 
an opportunity to confer and cooperate with the United States Attorney or the 
attorneys for the Lands Division. 

As in the past, therefore, the Department will welcome any suggestions offered 
by the Bonneville attorneys, and the legal staff of the Department will be most 
happy to cooperate in every way with Bonneville counsel in order that the liti- 
gation of the Administration may be handled to the mutual satisfaction of both 
agencies. 

Sincerely, 

Francis Biddle, Attorney General, 

During the 8 years in which the Bonneville Administration has been 
in existence a great many deficiencies in the original legislation have 
become apparent in the day-to-day operations. These proposed bills 
seek to remedy some of those deficiencies. There is no attempt in 
these bills to get any broadening of the Administrator's authority. 

The Chairmen. Nothing to give the impression that it is a TVA? 

Mr. Davidson. No; nothing at all along that line. Unfortunately 
we are now in a position, with $20,000,000 of revenue coming in,, 
where we cannot settle a $20 claim. That is one of the things these 
amendments will allieviate. 
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Mr. Angell. Mr. Davidson, this bill will put you on a comparable 
l)asis with utilities with which you come in competition, so that you can 
•conduct a commercial transaction without a lot of red tape. 

Mr. Davidson. Yes. 

Mr. Jackson. You have taken it up with the private utilities out 
. there and they have no objection to this legislation? 

Mr. Davidson. That is right. I have discussed it with several of 
then- representatives. They had no objection to the bills. 

Mr. Jackson. The way it is set up now you cannot settle any tort 
cases, or minor contract cases, or anything along that line; is that 
not true? 

Mr. Davidson. That is correct. 

The Chairman. Concerning the electricity developed there that is 
transmitted and sold, for what purpose is it used — electric lighting? 

Mr. Davidson. At the present time the greater part of it is goi]^ 
into war industries — aluminum production, magnesium production, 
ferro-silicon, the shipyards out there on the west coast, and so forth, 

Mr. Jackson. All of the Kaiser yards? 

Mr. Davidson. Most of the Kaiser yards. 

Mr. Jackson. The aluminum plants? 

Mr. Davidson. The aluminum plants, and the priv«^te utilities are 
buyiug quite a substantial block of it. 

The Chairman. Are the farmers in the country using it in their 
homes? 

Mr. Davidson. We sell to a great many rural cooperatives, and 
several public utility districts, which are organized. Also, several 
municipalities such as Forest Grove, Canby, and McMinnville. 
Tacoma and Seattle have interchange contracts with us. 

Altogether, as I explained earlier, we are now selling over 9,000,- 
€00,000 kilowatt-hours a year. We have had a peak load of about 
1,400,000 kilowatts. 

At Bonneville all the generators have been installed and are operat- 
ing. At the Grand Coulee Dam there are eight generators installed. 

Mr. Jackson. How many more will it handle? 

Mr. Davidson. It will handle a total of 18. 

Mr. Jackson. There are eight installed? 

Mr. Davidson. There are eight installed now. Because of the war 
two were brought up from Shasta Dam. Those two take three 
places in the powerhouse. Those will have to be returned after the 
war to Shasta. 

The Chairman. One of the units at Grand Coulee costs about 
what? $4,000,000 or $5,000,000? 

Mr. Jackson. They are the largest generators in the world. They 
are custom-built. They have to be made especially by Westinghouse. 

Mr. Davidson. They are 150,000 horsepower apiece. 

The Chairman. I think that we appropriated about $4,000,000 
for one of them. 

Mr. Davidson. That is right. 

Mr. Ansell. May I say for the benefit of Mr. Dondero who has 
just come in that since we started hearings these bills have been sub- 
mitted to all the Government agencies that are in any way concerned 
with them, and we have reports from them, and we have suggested 
amendments here to comply with any criticisms that they have raised, 
with possibly one or two minor exceptions. That is all explained in 
the report that Mr. Davidson has given the committee. 



20 BONNBVILLB ADMINISTRATION 

We feel that we have practically ironed out any differences with 
respect to these features that might be in controversy. 

Mr. DoNDERO. I understand they will be submitted on the floor of 
the House as committee amendments? 

Mr. Jackson. Do you think that it would be better to introduce 
a new biQ? 

Mr. Angell. I discussed that with the clerk, and he does not feel 
that that would be desirable because otherwise we might have to 
resubmit the new bill to the agencies and await reports. If we con- 
tinue with the same amendments, it wiQ show that we have complied 
with their suggestions. In a new bill the amendments would not be 
shown. 

The Chairman. We have two bills here. 

Mr. Jackson. I am going to move at the appropriate time that Mr. 
Angell's bill be reported out. They are identical. We both come 
from the same general area, and we both introduced them. If there is 
no objection, I will do that. 

Mr. Angell. Boimeville is in my district. 

Mr. Jackson. Bonneville is in Mr. Angell's district, and I would 
prefer that when we come to the appropriate time to report the bill 
out we take his bill. 

Mr. DoNDERO. Private industry or private enterprise in this area i& 
not objecting to this proposed legislation? 

Mr. Davidson. No. 

Mr. DoNDERO. Does it in any way further displace private enter- 
prise or private investment — the Angell bill or the Jackson bill? 

Mr. Davidson. This biQ allows us to operate only a little more 
freely as a business operation out there. 

Mr. DoNDERO. And the utilities have no objection to it in that 
area? 

Mr. Davidson. The utilities have no objection to it. I have 
discussed it with their representatives. 

(Discussion off the record.) 

The Chairman. As I xmderstand it, then, they are not concerned 
with it. 

Mr. Davidson. That is right. 

Mr, Jackson. As I understand it, this bill actually will have a 
tendency to create better relations in the operations between the 
private power companies and Bonneville because Bonneville cannot 
settle any minor claims or difference or anything with the utilities. 
They have to come back here for every bit of authority. 

Mr. Davidson. Right now we have a suit pending against the 
Puget Sound Power & Light Co. in connection with a bill for the 
amount of power which they have bought from us. We say they are 
on one rate schedule and they say they are on another. The cir- 
cumstances which brought that suit to a head have been changed to 
some extent, and we might be in a position to settle it now, but if we 
do reach a settlement it will have to come back here and be compro- 
mised either by the Department of Justice, the Treasury, or the 
Comptroller General, and we are trying to get away from some of 
those things. We are trying to work things out so we can handle 
all our problems out there. 

Mr. Jackson. You employ some people by the day, and under 
existing law, if you hire a man on an indefinite appointment to do 
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construction work vou have to deduct 5 percent for the retu'ement 
fund. If they are hired on a temporary basis they get no retirement 
benefits and they should be on regular social seciuity as in private 
industry. There is a terrific conflict there. They are not intended 
to be permanent employees of the Government, they may work for 
only a couple of day^ as mechanics on a Bonneville job, but they are 
deprived of social-security benefits on this work. 

Those are the little thmgs that the bill would straighten out. 

Mr. Fisher. There is no change in the organic law? It^is just a 
matter for perfecting: the administration. 

The Chairman. The present act is only a temporary act, anyway; 
to serve the purpose until a permanent law could be enacted. 

Mr. Davidson. It is said to be provisional legislation. 

The Chairman. It was first adopted by the PWA in 1933. On 
account of the Supreme Court's decision in the Parker Dam case the 
authority of the Administrator of the PWA was brought into question 
and it was put in our river and harbor bill of 1935 as a Senate amend- 
ment by Senator Johnson of California. That is my recollection. 

Mr. Jackson. Might it not be appropriate to read Mr. Angell's 
bill for amendment, the proposed amendments here, to comply with 
the Department's requests? 

The Chairman. We might do that. 

Mr. Angell. I will now offer all these amendments. I have them 
incorporated in my copy of the bill. 

The Chairman. That will be satisfactory. 

(The bill including the amendments referred to reads as follows 
(matter enclosed in black brackets to be omitted; new matter indi- 
cated by italic):) 

[H. R. 2690, 79th Cong., 1st sess.l 
A BILL To amend the Bonneville Project Act 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 2 (f) of the Act of August 20, 1937 
(50 Stat. 731), as amended by the Act of March 6, 1940 (54 Stat. 47), is hereby 
amended to read as follows: 

"Subject only to the provisions of this Act, the Administrator is authorized to 
enter into such contracts, agreements, and arrangements, including the amend- 
ment, modification, adjustment, or cancelation, thereof and the compromise or 
final settlement of any claim arising thereunder, and to make such expenditures, 
upon such terms and conditions and in sUch manner as he may deem necessary 
[; and the Secretary of the Interior may prescribe by regulation the Administrator s 
procedure for authorizing or approving such contracts, agreements, arrangementss 
and expenditures. Notwithstanding the provisions of any other Istw governing 
the expenditure of public funds, the General Accounting Office in the settlement 
of the accounts of the Administrator shall not disallow credit for nor withhold 
funds because of any expenditure, not in violation of any regulation which the 
Secretary of the Interior may have prescribed, which the Administrator shall 
determine to have been necessary to carry out the provisions of this Act]." 

Sec. 2. Section 5 (a) of the said Act is hereby amended by inserting before the 
period at the end of the first sentence the words, "and for the disposition of electric 
energy to Federal agencies". 

Sec. 3. Section 6 of the said Act is hereby amended by changing the period 
at the end of the first sentence to a semicolon%nd adding ttie following: '*and 
such rates and charges shall also be applicable to dispositions of electric energy to 
Federal agencies." 

Sec. 4. Section 9 (a) of the said Act is* hereby amended by changing the period 
to a comma and adding: "and in the maintenance of such accounts, appropriate 
obligations shall be established for annual and sick leave of absence as earned. 
The Administrator shall, after the close of each fiscal year, obtain an independent 
commercial type audit of such accounts. The forms, systems, and procedures 
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prescribed by the Comptroller General for the Administrator's appropriation 
and fund accounting shall be in accordance with the requirements of the Federal 
Water Power Act with respect to accounts of electric operations of public utilities 
and the regulations of the Federal Power Commission pursuant thereto." 

Sec. 5. Section 2 (a) of the said Act is hereby amended by striking the language 
inserted by section 1 of the Act of March 6, 1940 (54 Stat. 47); and section 10 of 
the said Act is hereby amended to read as follows: 

*'(a) The Secretary of the Interior shall appoint, without regard to the civil- 
service laws, an Assistant Administrator, chief engineer, and general counsel and 
shall fix the compensation of each in accordance with the Classification Act of 
1923, as amended. The Assistant Administrator shall perform the duties and 
exercise the powers of the Administrator, in the event of the absence or sickness 
of the Administrator until such absence or sickness shall cease, and in the event 
of a vacancy in the office of Administrator, until a successor is appointed. 

["(b) The Administrator, the Secretary of War, and the Federal Power Com- 
mission, respectively, are authorized to appoint, subject to the civil-service laws, 
such officers and employees as may be necessary to carry out the purposes of this 
Act, the app>ointment of whom is not otherwise provided for, and to fix their 
compensation in accordance with the Classification Act of 1923, as amended: 
Pirovidedf however^ That to the extent that the civil-service laws, Classification Act, 
and other laws or regulations governing the employment or payment of employees 
of the United States are inconsistent with agreements made by the Administrator 
with representatives of laborers, mechanics, and workmen employed in connection 
with the construction work or the operation and maintenance of electric facilities, 
the said Act, laws, and regulations shall not apply to matters covered by such 
agreements; but in connection with the selection, promotion, or retention of any 
employee, no political test or qualifications shall be permitted or given considera- 
tion, but all such actions shall be taken on the basis of the employee's merit and 
efficiency: Provided^ further j That so long as any such contract provides that em-^ 
ployees performing services for the Administrator pursuant thereto shall be en^ 
titled to the benefits of the Social Security Act, such services shall be deemed to 
be 'employment' within the meaning of the Social Security Act and sections 1400 
through 1432 of the Internal Revenue Code, and such employees, if they other- 
wise would be so classified, shall not be deemed to be employees within the mean- 
ing of the Act of May 22, 1920 (41 Stat. 614), and all Acts amendatory thereof 
or supplementary thereto, and so long as any such contract provides that em- 
ployees performing services for the Administrator pursuant thereto shall be en- 
titled to imemployment compensation benefits, such services shall be deemed to 
be 'employment' within the meaning of sections 1600 through 1611 of the Internal 
Revenue Code if contributions upon the basis of the compensation due for such 
services are required to be paid under a State unemployment compensation act, 
and consent hereby is given to the States to requira the Administrator to make 
payments to State unemployment compensation funds for services performed for 
him under any such contract; the Administrator is authorized to comply with the 
provisions of the Social Security Act, the Internal Revenue Code, and any appli- 
cable State unemployment compensation act on behalf of the United States as 
the employer of individuals whose service constitutes employment under such act, 
code, and laws by reason of this section. The Administrator is further autRorized 
to employ physicians, under agreement and without regard to civil-service laws 
or regulations, to make physical examinations of employees or prospective em- 
ployees who are or may become laborers, mechanics, and workmen engaged on 
construction work or the operation and maintenance of electrical facilities. The 
Administrator, the Secretary of War, ajid the Federal Power Commission, respec- 
tively, are also authorized to appoint, without regard to the civil-service laws, 
such experts as may be necessary for carrying out the functions entrusted to them 
under this Act and to fix the compensation of each of such experts without regard 
to the Classification Act of 1923, as amended, but at not to exceed $7,500 per 
annum.] 

**(6) The Administrator f the Sectary of War^ and the Federal Power Commission, 
respectively, are authorized to appoint, suh^'ect to the civil-service laws, such officers 
and employees as may he necessary to carry out the purposes of this Act, the appoint" 
ment of whom is not otherwise provided for, and to fix their compensation in accord- 
ance with the Classification Ad of 192S, as amended. The Administrator may 
employ laborers, mechanics, and workmen in connection with construction work or 
the operation and maintenance of electrical facilities (hereinafter called 'laborers, 
mechanics, and workmen*) subject to the civil-service laws, and fix their compensation 
wUhovi regard to the Classification Act of 1923, as amended, and any other laws, rules 
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or regulations relating to the payment of employees of the United States except the 
Act of May 29, 19S0 (46 Stat, 4^8}, as amended, to the extent thcU it otherwise is 
applicable. The Administrator is further authorized to employ physicians, under 
agreement and without regard to the civil-service laws or regulations, to make physical 
examinations of employees or prospective employees who are or may become laboreis, 
mechanics, and workmen. The Administrator, the Secretary of War, and the Federal 
Power Commission, respectively, are also authorized to appoint, without regard to 
the civil-service laws, suck experts as may be necessary for carrying out the functions 
entrusted to them under this Act and to fix the compensation of each of such experts 
without regard to the Classification Act of 1923, a« amended, but at n<H to exceed _ 
$7,600 per annum, 

"(c) The Administrator may accept and utilize such voluntary and uncompen^^ 
sated services and y^ith the consent of the agency concerned may utilize such officers ^ 
employees, or equipment of any agency of the Federal, State, or local governments 
which he finds helpful in carrying out the purposes of this Act; in connection with the 
utilization of such services reasonable payments may be allowed for necessary travel and 
other expenses,'* 

Sec, 6. Section 12 of the said Act is hereby amended to read as follows: 

"(a) The Administrator is hereby authorized to determine, settle, compromise, and 
pay claims and demands against the United States which are not in excess of $1,000 
and are presented to the Administrator in writing within one year from the date of 
accrual thereof, for any losses, injuries, or damages to persons or property, or for the 
death of persons, resulting from acts or omissions of employees acting vnthin the 
scope of their employment pursuant to this Act, The Administrator is also authorized 
to determine, compromise, and settle any claims and demands of the United States 
for any losses, iniuries, or damages to property under the Administrator's control, 
against other persons or public or private corporations. The Administrator's deter- 
mination, compromise, settlement, or payment of any of the claims referred to in 
this subsection shall be final and conclusive upon all officers of the Government, not- 
withstanding the provisions of any other Act to the contrary. When claims presented 
to the Administrator under this subsection aiise, in whole or in part, out of any 
damage done to private property, the Administrator may repair all or any part of 
such damage in lieu of making such payments. 

"(6) The Administrator may, in the name of the United States, bring such suits 
at law or in equity as in his judgment may be necessary to carry out the purposes 
of this Act; and he shall be represented in the prosecution and defense of all litigation^ 
including condemnation proceedings, affecting the status or operation of the Bonne- 
ville project by his attorneys: Provided, however. That such attorneys shall supply 
the Attorney General with copies of the pleadings in all such cases and that the handling 
of litigation which, in the Attorney General's opinion, involves interpretation of the 
Constitution of the United States or which involves appearance in any United States 
circuit court of appeals or the United States Supreme Court shall be subject to the 
Attorney General's direction or supervision. The Administrator may compromise 
and make final settlement of such litigation and pay the amount due under any 
compromise or judgment. Complaints in condemnation proceedings permitted by 
section 2 (c) and 2 (d) of this Act shaU be signed, verified, and filed by the Adminis- 
trator." 

Sec. 7 (a). Section 1426 of the Internal' Revenue Code, as amended, is amended 
by adding at the end thereof the following new subsection: 

"(j) Certain Employees of Bonneville Power Administrator, — The term 'employ- 
ment' shdll include such service as is determined by the Bonneville Power Adminis- 
trator (hereinafter called the Administrator) to be performed after December 31, 1945, 
by a laborer, mechanic, or workman, in connection with construction work' or the 
operation and maintenance of electrical facilities, as an employee performing service 
for the Administrator, but shall not include any service performed by such a laborer, 
mechanic, or workman, to whom the Act of May 29, 1930 (46 Stat. 468), as amended, 
applies. The term 'wages' means, with respect to service which constitutes employ- 
ment by reason of this subsection, such amount of remuneration as is determined 
(subject to the provisions of this section) by the Administrator to be paid for such 
service. The Administrator is authorized and directed to comply with the provisions 
of the internal revenue laws on behalf of the United States as the employer of individuals 
whose service constitutes employment by reason of this subsection," 

(b) Section 209 of the Social Security Act, as amended, is amended by adding at 
the end thereof the following new subsection: 

'*(p) (I) 'f^€ term 'employment' shall include such service as is determined by 
the Bonneville Power Administrator (hereinafter called the Administrator) to be 
performed after December 31, 1945, by a laborer, mechanic, or workman, in connection 
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wiih construction work or the operation and maintenance of electrical facilities, as 
an employee performing service for the Administrator, but shall not include any 
service performed by such a laborer, mechanic, or workman, to whom the Act of May 
29, 19S0 (46 St<U. i68), as amended, applies. 

* (S) The Social Security Board shall not make dfiterminaiions as to whether an 
individual has performed services which are employment by reason of this subsection, 
the periods of such services, the amounts of remuneration for such services which 
consHtvi;es ^ wages* under the provisions of this section, or the periods in which or for 
which such wctges were paid, but shall accept the determinations with respect thereto 
of the Admiftistrator, and such agenis as he may designate, as evidenced by returns 
filed by the Administrator as an employer pursuant to section 14^6 (J) of tfie Internal 
Revenue Code^ and certifications made pursuant to this subsection. Such determina- 
tions shall be final and conclusive, 

* (S) The Administrator is authorized and directed, upon written request of the 
Social Security Board, to make certification to it with respect to any matter deter- 
minable for the Board by the Administrator under this subsection, which the Board 
finds necessary in administering this title,** 

(c) Section 1606 of the Internal Revenue Code, as amended, is amended by adding 
at the end thereof the following new subsection: 

**(c) The legislature of any Stdte may, with respect to service to be performed after 
December SI, 1945, by a laborer, mechanic, or workman, in connection with construc- 
tion work or the operation and maintenance of electrical facilities, as an employee 
performing service for the Bonneville Power Administrator (hereinafter called the 
Administrator), require the Administrator, who for the purposes of this subsection 
is designated an instrumentality of the United States, and any such employee, to 
make contributions to an unemployment fund under a State unemployment compensa- 
tion law approved by the Board under section 1603 and to comply otherwise with 
such law. Such permission is subject to the conditions imposed by subsection (6) of this 
section upon permission to State legislatures to require contributions from instru^ 
mentalities of the United States, The Administrator is authorized and directed 
to comply with the provisions of any applicable State unemvloyment compensation 
law on behalf of the United States as the employer of individuals whose service con» 
atitutes employment under such law by reason of this subsection.** 

{d) Section 1607 of the Internal Revenue Code, as amended, is amended by adding 
at the end thereof the following new subsection: 

"(w) Certain Employees of Bonneville Power Administrator. — The term 
'employment* shall include such service as is determined by the Bonneville 
Power Administrator (hereinafter called the Administrator) to be performed after 
December 31, 1945, by a laborer, mechanic, or workman, in connection with con^ 
struction Wdhrk or the operation and maintenance of electrical facilities, as an em- 
ployee performing service for the Administrator, The term *wages* means, with 
respect to service which constitutes employment by reason of this subsection, such 
amount of remuneration as is determined {subject to the provisions of this section) 
by the Administrator to be paid for such service. The Administrator is authorized 
and directed to comply with the provisions of the internal revenue laws on behalf of 
the United States as the employer of individuals whose service constitutes employ^ 
ment by reason of this subsection,*' 

(Thereupon, at 11 a. m., the hearing was closed.) 
X 



